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TOMES 
SHAREHOLDERS 


We are pleased to report an improvement in the results 
of your Company’s 1969 operations as compared with 
1968. Earnings after taxes were the second highest in the 
Company’s history. Details of these results are set out in 
the “Financial Review” section of this report, and are 
briefly summarized as follows: 


Sales advanced to $89 million, an increase of 7% over 
last year, and our highest volume in history. 


Net earnings after taxes on income were $1.8 million 
or $1.39 per common share compared with $1.5 million 
or $1.17 per share in 1968. 


Cash income from operations increased to $2.8 million 
or $2.23 per share (after preference share dividends) 
compared to $2.5 million or $2.01 per share in 1968. This 
represents a record in cash earnings per share. 


WHOLESALE DISTRIBUTION DIVISION 


Results in this division showed a satisfactory improve- 
ment. Sales increased 5.3% over 1968, gross profit was up 
8% and despite a considerable increase in wage levels (a 
major distribution cost) an operating profit increase of 
14.1% was achieved. 


The future of this division is tied directly to the growth 
of the construction industry, particularly to new housing 
starts. There were 210,000 housing starts in 1969 valued 
at $4 billion, a 6.9% increase over the previous year’s 
total. By 1975, the volume of housing starts in Canada has 
been forecast at 290,000 units with a value of $5.8 billion 
and we intend to maintain or increase our share of this 
market. 


As a result of intense price competition, profits in this 
division are less than our desired return on investment. 
Regardless of this, we instituted a policy in 1969 of setting 
a minimum profit contribution on every transaction, and 
this created the 8% increase in the gross profit. Com- 
paring our results with statistics available in Canada and 
the U.S.A., we are satisfied that our Wholesale Division 
efficiency rating is among the best in the industry. 


GENERAL MANUFACTURING DIVISION 


This division, consisting of our London factory and our 
Plastics plant at Brampton, Ontario, experienced a better 
year although overall results have not yet returned to 
levels of previous years. The increasing use of plastics in 
the plumbing industry and the process piping field is evi- 


dent, and we are developing the technical knowledge 
and skills to take advantage of this rapidly expanding 
market. At the same time, we recognize the need for 
some degree of diversification in our plastics operation to 
ensure a continued growth, and we are presently quoting 
on new and interesting contracts. 


During the year, we continued to increase the propor- 
tion of Emco’s manufactured products which can be sold 
through our Wholesale Division and this policy will be 
further strengthened during 1970. 


STAMPED AND ENAMELLED WARE DIVISION 


On May 1, 1969, Emco purchased the Stamped & 
Enamelled Ware Division of Slater Steel Industries for 
approximately $3,000,000. This factory, located in Hes- 
peler, Ontario, manufactures stamped steel bathtubs, 
basins and laundry trays which complemented our range 
of products. In December, 1969. we were presented with, 
and accepted, a cash offer which resulted in an extra- 
ordinary gain of $1,648,000 (or $1.32 per share). Your 
Directors felt they should not overlook this opportunity 
because the gain represented the equivalent of many 
future years of profit for this new division. Regardless of 
this sale, our objective has been, and will continue to 
be, the acquisition of other manufacturing facilities, the 
products of which can be marketed through our Whole- 
sale Division. 


ENGINEERED PRODUCTS DIVISION 


Our world-wide manufacturing and distributing facil- 
ities have been receiving special attention during 1969. 
Plans were finalized for the formation of Emco Wheaton 
(International) Limited which came into operation Janu- 
ary 1, 1970, for the purpose of co-ordinating the activities 
of the seven companies within the Engineered Products 
Division. Emphasis is being placed on the rationalization 
of product manufacture and the development and co- 
ordination of our export markets. A network of distribu- 
tors serving over 100 countries throughout the world is 
already established for the Emco Wheaton range of 
products. 


Emco’s international operations will be directed by Mr. 
J. G. Beresford, who will return to Canada from his pres- 
ent assignment as Managing Director of Emco Wheaton 
U.K. Limited to become Vice-President of the Engineered 
Products Division. A new Managing Director has been 
appointed for Emco Wheaton U.K. Limited. 


The results of the various operations within this divi- 
sion were satisfactory except for the subsidiary in the 
U.S.A. Personnel problems within this important subsid- 
iary seriously slowed down our planned progress, but 
these problems are in the course of correction and we 
are confident that a solid management base has been 
established which will lead to future improvement in 
earnings. Our new automatic service station nozzle, 
which went into production in 1969, has been well re- 
ceived, and several new products in the fleet fueling 
field show considerable promise in the U.S.A. market for 
1970. In a recent message to the U.S. Congress, President 
Nixon proposed strict new government standards to 
eliminate all auto-caused pollution by 1975. These de- 
velopments are expected to force oil companies and 
automobile manufacturers to introduce unleaded gaso- 
line. This action should result in an above normal de- 
mand for many of our products used in the re-equip- 
ment of tank truck, bulk terminal and service station 
facilities. 


Operations at Emco Wheaton U.K. Limited in England 
produced a satisfactory increase in profit although sales 
decreased slightly. This reflects a return to more normal 
conditions after last year’s exceptional expenditures on 
special product development. These large expenditures 
resulted in a new range of marine loaders which patents 
have now been applied for. Product announcements 
will be released to the industry in a few months. 


Emco Wheaton GmbH had another successful year. 
Orders were obtained by our German company for fluid 
handling equipment in Poland, which could hopefully 
lead to further orders from Eastern Bloc countries. 


At Emco Wheaton (Japan), Limited, the effects of good 
;anagement have been very pronounced. This division 

joyed an excellent year both in sales and profits and, 

th a new, well staffed, well equipped factory, enters 
1970 with optimism. The Canadian manager of Emco 
Vheaton (Japan), Limited throughout 1969 has now 
transferred to Emco’s Australian operation where his 
management ability will improve the performance of 
this subsidiary. 


The Research and Development Group at Margate, 
England, part of the Engineered Products Division, has 
been strengthened, both in manpower and equipment. 
The engineering staff has doubled since January, 1968, 
to serve the increasing demands of the Engineered 
Products Division and to constantly develop new and 
diversified products for the oi! and chemical industries. 


A very large percentage of the world’s supply of 
crude and refined petroleum products is transported by 
ocean tankers. The Company’s loading and unloading 
equipment, designed for rapid transfer of petroleum 
cargoes, and engineered to be leak proof and safe 
against harbour polluting spillage, is in great demand. 


OUTLOOK FOR 1970 


While the results of 1969 were satisfying in most divi- 
sions of the Company, we recognize the need for con- 
tinuing improvement in several areas of our operations, 
if we are to continue our rate of progress through the 
‘70's. Emco’s future growth demands more intensive and 
imaginative planning in each division which, in fact, has 
caused us to re-examine and restate our management 
objectives as they relate to both our Canadian and Inter- 
national operations. To this end, an “in-company” study 
has commenced, spearheaded by Emco’s own staff and 
aided by professional assistance, to evaluate our present 
approach to markets and to introduce specific function- 
al improvements. 


The fact that the real growth of the Gross National 
Product for 1970 has been projected as dropping to 3% 
against a normal growth of 5%, causes us to approach 
the year 1970 with a considerable degree of caution. 
This suggested slowdown in our economy could have 
an adverse effect on both our volume and earnings. We 
feel, therefore, that we must intensify our efforts to 
attract and hold superior personnel who have the imagi- 
nation, ability and energy to cope with these problems 
and to improve the Company’s profit performance. 


Emco Limited is a “people oriented” company. We 
are convinced that internal progress and future acquisi- 
tions will only be as successful as our ability to develop 
and train the required personnel to support them. We 
will attempt to identify the best interests of our em- 
ployees with the best interests of our stockholders by 
matching rewards to performance and to the attainment 
of both short and long range objectives. One of the 
principal objectives of your management is to increase 
the intrinsic value of the Company’s common stock. 


We recognize the need to join our Canadian Govern- 
ment in its present drive against inflation and we will do 
our part in attempting to keep prices stable. To this end, 
we are hopeful that our London plant negotiations with 
the United Steelworkers of America early in 1970 will 
reflect this same attitude. 


In common with industry generally, your manage- 
ment is concerned with the Canadian Government's 
White Paper on tax reform, which if adopted in its 
present form, could provide serious disincentives to 
work and to the investment of savings in our country. 


The results for 1969 were attainable through the 
efforts of an able group of dedicated employees from 
many countries, speaking several languages and contri- 
buting to a common purpose — the continued increase 
of your Company's earnings. We are pleased to ac- 
knowledge their contribution on your behalf. 


On behalf of the Board of Directors: 


Le. 


Chairman, Chief Executive Officer 


President and General Manager 


London, Canada, March 31, 1970 


EMCO LIMITED AND SUBSIDIARIES 


CONSOLIDATED 1969 1968 
STATEMENT Sales less salesitaxesco vase ise See atk eee cera atone shone wae aca SAS $89,380,133 83,398,575 
OF Operating profit after minority shareholders’ interest but before the undernoted items. . 6,059,581 5,010,831 
EARNI NGS inconve: from-marketable Ssecunitiess< <2 2.2 se sc as Oooo Seas seg ewe 22,108 20,856 
6,081,689 5,031,687 
YEAR ENDED DECEMBER 31,1969 Deduct: 
(with comparative figures for 1968) DEPreClation==s NOLES) Sasa ae ee Ronen Oren Ga Guia Ra cet ee cea sacle ok ea Rone 1,086,769 1,018,072 
Interest on bank and other short-term advances..... 2.5.22. ce eee eee eee eee eee 853,081 378,587 
Interestionjoneztermrdebte aco cacucacce se mois ieee oe Re a ce eens EN aE 753,430 665,907 
2,693,280 2,062,566 
Earnings before taxes On inCcOMEe.........-- ee eee eee eee ee teeter ees 3,388,409 2,969,121 
Taxes on income: 
CURRIE eee SG aye Sern ace ae pL ne erie Uae ana aca Nel a BUA ere aco ate eink 1,674,000 1,453,000 
POT OTFE cea ieee er thaws Sit cucra cans age Sade uate a Ree MIO Cee ei hig Sea cece et tee (44,000) 34,000 
1,630,000 1,487,000 
Earnings before extracrdinany iten< 2 oi. s5ac2 ccs ocnaie wich siete ws eas) eins 1,758,409 1,482,121 
Extraordinary item — gain on sale of Stamped & Enamelled Ware Division............ 1,648,431 — 
Neteamings forthe yearns son 5c 6sc ne w ae seo ee wake alee $ 3,406,840 1,482,121 
Net earnings per common share, based on shares outstanding 
at December 31 and after preference dividends: 
Before extraordinary (temic 205 bs Gece as oe wanes oe bw ee ss oe $ 1.39 1A7 
EXtraGrannany. iceIviiscns x cea ee Sete eye ee ae Men ae ta amern gay ate terete 1.32 — 
NEUGaININ eS se en oe ito rece nian s ice $ 2.71 1.17 
See accompanying notes to financial statements. 
CONSOLIDATED 1969 1968 
STATEMENT Ansotintatbesinning or year 0 $15,104,598 14,133,861 
Add: 
OF Net earnings torthevyeareci sc .c oi h ies cc eee cece bee bee ean ee 3,406,840 1,482,121 
RETAINED Adjustment of prior years’ taxes ON INCOME... 1... . eee eee — 200,000 
EARNINGS 3,406,840 1,682,121 
18,511,438 15,815,982 
YEAR ENDED DECEMBER 31, 1969 Deduct dividends: 
(with comparative figures for 1968) PRETETEM GE sass ccc sete eco Ne ee oes Sees SRC NE ore aiToe NoMa RS RT ts ene TIGA 16,859 24,898 
GOTMGMNON cau ecerwis eer ture maces cantar eee aS oes nar Mer aba Untiace ca wR NERO Grerar ee Hee Sie 686,933 686,486 
703,792 711,384 
AmOUuntat Eng Ol Veatinrs acs enc: oc mean ma csie mont aeteaiouse sim ee $17,807,646 15,104,598 


See accompanying notes to financial statements. 


AUDITORS’ REPORT 


We have examined the consolidated balance sheet of Emco 
Limited and subsidiaries as of December 31, 1969 and the 
consolidated statements of earnings, retained earnings and 
source and application of funds for the year then ended. Our 
examination included a general review of the accounting 
procedures and such tests of accounting records and other 
supporting evidence as we considered necessary in the 
circumstances. 


In Our opinion, these consolidated financial statements 
present fairly the financial position of the company and 
subsidiaries at December 31, 1969 and the results of their 
operations and the source and application of their funds for 
the year then ended, in accordance with generally accepted 
accounting principles which have been applied on a basis 
consistent with that of the preceding year. 


PEAT, MARWICK, MITCHELL & CO. 
Chartered Accountants. 
London, Canada 
February 26, 1970. 


EMCO LIMITED AND SUBSIDIARIES 
Consolidated Balance Sheet DECEMBER 31, 1969 (with comparative figures for 1968) 


ASSETS 


Current assets: 


Marketable securities, at cost (quoted value 1969 $123,195; 1968 $484,214)............+-+: : 


Trade accounts receivable, less allowance for doubtful accounts 


(1969 $670,280; 1968 $612,720) 


Inventories at the lower of cost or net realizable value. ...........0 00 cece ee ee ee eee eens. 


Prepaid expenseses cue ac cea mereasier 


Total current assets........ 


Long-term receivables 


Fixed assets, at cost, less depreciation — Notes (2) and (3)........... eee eee eee eee eee eee ee 


Deferred income taxes. o.0.csseee sae csc 


on behalf of the Board: 


C. N. Chapman, Director; 


J. W. Adams, Director. 


1969 1968 
$ 102,558 295,014 
144,833 500,550 
11,986,243 11,634,024 
23,048,336 21,172,641 
393,069 430,714 
35,675,039 34,032,943 
236,201 243,047 
9,640,461 8,984,792 
223,388 179,388 
$45,775,089 43,440,170 


Current liabilities: 
Duettonbamksnncme estes. eam eso aeiuh amileae oan cto meric s Gateree geal 
Notes'pavalol ci eeu ea nsun oh opment sconces cbreetae bene cai alse cotirese neh cee Keates Sees 
Accounts payable and accrued expenses..........- 2s cee cence eee eee 
Dividends: payables caqessen mics ne + witue das aust ws Sara Siote-on a eeretoane eee 
Gurrent: portion oflong-tenmicdebt.ae as. «ss cumiee ence reenter 


Income andothenstaxes payabley q-agacau ran siete a eee ness so 


Totalneunrentaliabilitkestemmeeucconneratetasee se ckercrecet te octets ne ehen ears 


Longstenmidebti== Noten) icon mites cnaie ti une rete ce wane sen cvehe Mista ys einadaueneets 
Minorityanterest in: subsidiary COMmpamieS, mn cuu avi sis scenes verses els sles 
Shareholders’ equity: 

Eapitalistock=SINOte cS) anc ac eiertc epee ay nela atte ot caersinte trappers ers 


Retalnedieariniinas wncvs pmcct we) achen site wears e ce tecvee ware see ee ole te ene ue cme 


Fotallshareholders equity cscnwea sw cams ars ee cisiepesisiere ee eir isa. 


See accompanying notes to financial statements. 


LIABILITIES 


1969 1968 

$ 3,348,082 7,048,925 
3,057,483 niet 

8,010,856 7,054,712 
178,377 181,949 
231,112 190,544 
1,692,947 1,526,196 
16,518,857 16,002,326 
10,539,043 11,177,140 
58,470 67,623 
851,073 1,088,483 
17,807,646 15,104,598 
18,658,719 16,193,081 
$45,775,089 43,440,170 


EMCO LIMITED AND SUBSIDIARIES 


Consolidated Statement of Source and 


YEAR ENDED DECEMBER 31, 1969 
(with comparative figures for 1968) 


Funds provided: 


Net eattnings. fOr the: Veet. pects aic eysonc men loves steus caeee iaueete abo elaine eee tenet gence 


Add: 


le felolgcrel ttle) (ee ese orien y olor as se San Aer biva peo omc co Oued Ee 


Deferred income taxes........... 


Funds provided from operation 


Issue of common shares............+-> 


Funds used: 
Fixed asset additions, netsce am oeeee ens 


Reduction in long-term debt.......... 
Redemption of second preference shares 
Dividends on second preference shares. 


Dividends on common shares......... 


Working capital at end of year............ 
See accompanying notes to financial statemen 


Application of Funds 


SR BOINCEO eee ONG G ORs CSE DEO ORO Gor ocise Bate F 


ts. 


1969 1968 

$ 3,406,840 1,482,121 
1,086,769 1,018,072 
(44,000) 34,000 
4,449,609 2,534,193 
1,900 33,000 

6,846 101,382 
4,458,355 2,668,575 
1,742,438 1,796,813 
638,097 258,229 
239,310 296,610 
16,859 24,898 
686,933 686,486 
ees 13,388 

9,153 37,738 
3,332,790 3,114,162 
$ 1,125,565 (445,587) 
$19,156,182 18,030,617 


NOTES 


TO FINANCIAL 
STATEMENTS 


(1) The accompanying financial statements consolidate the 


accounts of all subsidiary companies and all material inter- 
company balances and transactions have been eliminated. 

The accounts of the subsidiary companies located outside 
Canada have been translated to Canadian dollars as follows: 
current assets, current liabilities and long-term debt — at 
rates current at the year end; fixed assets — at rates current 
on dates of acquisition; accumulated depreciation and re- 
lated provisions against income —on the basis of dollar 
value of related assets; and operating income and other 
expenses — at average rates for the year. 


The details of fixed assets, at cost, less depreciation at 
December 31, are as follows: 


1969 1968 
Buildings and roadways ...... $ 8,903,057 8,417,218 
Machinery and equipment .... 8,345,968 7,505,404 
17,249,025 15,922,622 
Less accumulated depreciation. 8,574,331 7,781,122 
8,674,694 8,141,500 
Land | aeieeccactanrasatettsaciivencrtrne 965,767 843,292 
Fixed assets, less depreciation.. $ 9,640,461 8,984,792 


During the year ended December 31, 1969 the basis of pro- 
viding depreciation was reviewed in light of current 
experience on the useful lives of the respective assets. As a 
result, depreciation has been provided in the current year 
at an annual rate of 5°/o on the cost of frame structures and 
ata rate of 2'/2%/o on the cost of brick and concrete buildings 
on a straight line basis instead of 10°/o and 5°/o respectively 
as used in prior years. The effect of this change is to reduce 
the charge for depreciation for the year 1969 by $156,000 
as compared to the amount which would have been charged 
if the prior basis had been used with a consequent increase 
of approximately $78,000 in net earnings for the year after 
giving recognition to the related income tax effect. 
Depreciation on all other fixed assets generally is provided, 
unchanged from prior years, on the cost thereof on a 
straight line basis at the following rates: 


10°%/o 
10°/o 


Roadways 
Machinery and equipment 


(4) The particulars of the long-term indebtedness are as follows: 


1969 1968 


Emco Limited debenture 
debt— Note (a): 


57/4°/o sinking fund deben- 
tures, due October 15, 1973 $ 1,893,500 
53/4°/o sinking fund deben- 
tures, due June 15, 1985 .. 


2,078,000 


5,067,000 5,467,000 


United States subsidiaries: 

Note payable, due January 1, 
1971 $3,100,000 US; interest 
at 3/4°/o above the New York 
prime rate which was 8'/2°/o 
at December 31, 1969 .... 

6°%/o mortgage note payable 
in monthly instalments of 
principal and interest of 
$3,583 US, due August 1, 
AOS Oates vapetewe treo ices tte 


3,326,300 3,323,200 


483,355 499,484 


10,770,155 11,367,684 


Less amounts due within one 
year included with current 
abilities teeerc ctxt: 


231,112 190,544 


11,177,140 


$10,539,043 


(a) At December 31, 1969 all of the sinking fund obligations 
for the debentures to that date had been met and the 
principal amount of debentures which have been ten- 
dered to the trustee in respect of future sinking fund 
requirements are as follows: 


51/4°/o 53/4°/o 
Debentures Debentures 


Principal amount tendered to 


Umer Ee) nomonomoos neobe $ 9,500 555,000 
Debenture debt falling due or 

to be met out of further sink- 

ing fund payments within the 

five years ending December 

31, 1974 
AQZO) artaensie cimlnre wrriarays $ 213,500 — 
OZ cenreeaavareruarcerrio 234,000 = 
EPA in.0'o Soyoereaoe tte 246,000 — 
WOZS)! Aiea tones hive seaeress 1,200,000 60,000 
WOTA: idioms ese as —_— 176,000 
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(5) Capital stock: 
(a) The authorized and issued capital at December 31, 1969 


(b) 


is as follows: 
Number of Shares 
Authorized Issued 


First preference shares with a par 
value of $100 each ............ 150,000 — 


3°/o cumulative redeemable second 
preference shares with a par 


Value: of $1Oreachie sce aeuec 105,832 44,232 
Common shares without nominal or 
Par Walluies eiscwee-lncescuckemrartetea ete 2,200,000 1,249,025 
The outstanding share capital is as follows: 
1969 1968 
First preference shares ........... $ — — 
3°/o second preference shares ..... 442,320 681,630 


Gormimommshanesmemriieert itr 408,753 406,853 
$ 851,073 1,088,483 


The provisions with respect to the 3°%/o cumulative 
redeemable second preference shares include a require- 
ment that the company shall apply to the redemption of 
preference shares, before July 1 in each year, a sum 
equal to 25°%/o of the consolidated net earnings of the 
company (as defined in such provisions) in excess of 
$500,000 for the immediately preceding fiscal year of the 
company after deducting from the said consolidated net 
earnings dividends for such fiscal year on the preference 
shares. 

Pursuant to this requirement 23,931 preference shares 
were redeemed at par in 1969, an aggregate amount of 
$239,310 to satisfy the 1968 requirement. To satisfy the 
1969 requirement $442,320 must be applied to the 
redemption of preference shares on or before July 1, 
1970. 


In 1960 and 1969 share option plans were established for 
certain executives whereby authorized and unissued 
common shares were reserved for issue under the plans. 
As at December 31, 1969, the following is a summary of 
the plans: 

Number of Shares 


1960 Plan 1969 Plan 

Reserved for issue ............. 60,000 50,000 
@ptions granted! seer esac: 57,500 5,800 
EKMENIAINS scoconeoocs 2,500 44,200 

Options taken up since the incep- 
tiomuof the lplanivaseers nee 47,400 125 
Options granted not taken up.... 10,100 5,675 
57,500 5,800 


Shares granted under option and 
not yet taken up: 


Option Price 
per share Expiry Date Number of Shares 
Cee! IMeNte Ie, WG ac6e5 4,100 = 
16.50 December 31,1972 .. 2,500 = 
PRSISS AUS ENSY, WES) pace = 2,500 — 
18.00 December 31,1973 .. 1,000 — 
15.20 December 31,1972 .. — 5,675 


10,100 5,675 


With regard to the 1969 plan, during the year options 
were granted for 5,800 shares and 125 shares were taken 
up for a consideration of $1,900 cash. 

With regard to the 1960 plan, during the year options for 
1,000 shares were granted and an option was cancelled 
for 2,500 shares. No shares were taken up during 1969. 
In addition, 13,500 authorized and unissued common 
shares are reserved for issue at any time prior to Decem- 
ber 31, 1972 for share options granted by Emco Wheaton 
Inc. (a subsidiary company) during 1967 to certain 
officers of Emco Wheaton Inc. at $16.50 per share. 


(d) A share purchase plan was approved in 1968 whereby 


the employees of the company and its subsidiaries (ex- 
cluding officers and directors of Emco Limited) may 
purchase common shares of the company, and 50,000 
authorized and unissued common shares have been 
reserved for this purpose. Of these, 25,000 shares have 
been set aside for issue at $17.35 per share to be fully 
paid for by way of payroll deductions over the two year 
period ending June 30, 1970. At December 31, 1969, 
$177,549 had been received (included in “accounts 
payable and accrued charges’’ in the accompanying 
balance sheet) to be applied to the purchase of 13,845 
shares for issue June 30, 1970. 


(e) The trust deeds relating to the debentures both contain 


provisions whereby dividends may not be declared or 
paid, other than stock dividends or cumulative prefer- 
ence dividends, and the company may not effect any 
reduction to its capital stock which would reduce con- 
solidated net current assets and shareholders’ equity (as 
therein defined) below certain levels. At December 31, 
1969, the consolidated net current assets and share- 
holders’ equity (as so defined) were substantially in 
excess of the minimum levels. 


(6) The aggregate direct remuneration paid or payable by the 
company and its subsidiaries to directors and senior officers 
was $384,000 for the year ended December 31, 1969. 


(7) Pension costs are paid and charged against earnings in the 
year in which they are incurred. There are no significant 
unfunded past service costs at December 31, 1969. 


FINANCIAL 
REVIEW 


FINANCIAL STATEMENTS 


Financial statements often look more complex than they 
really are. For some readers of this report, particularly young or 
new shareholders who may not be familiar with annual reports, 
additional comment on the important figures in this report may 
make them more understandable and useful. 


Generally speaking, our financial statements are prepared in 
accordance with the recommendations of the Canadian Insti- 
tute of Chartered Accountants and the reporting requirements 
of the Ontario Corporations Act together with other informa- 
tion considered to be of interest to shareholders and other 
interested parties. Some additional comments may make the 
financial data more meaningful. 


Consolidated Statement of Earnings 


The ‘Consolidated Earnings’ statement reflects the operating 
results of the Company for the years 1969 and 1968. 


‘Earnings per share’ represents the portion of the income for 
a period attributable to a share of issued capital of an enterprise. 
This information assists shareholders in evaluating the past 
operating performance of a business, in forming an opinion as 
to its potential and in making investment decisions. 


The gain which resulted from the sale of the Stamped & 
Enamelled Ware Division is described as an ‘extraordinary 
item’. This term is used to describe the accounting treatment 
for an item that is material in amount which is not typical of a 
company’s normal business activities, is not expected to occur 
regularly over a period of years, and is not considered a recur- 
ring factor in any evaluation of the ordinary operating processes 
of the business. 


Consolidated Balance Sheet 


The amounts in the balance sheet simply show what the 
Company owns, how much it owes and shareholders’ invest- 
ment as of December 31. Items are categorized into what 
accountants generally agree are significant number groups. 
‘Current Assets’ classifies items which can be converted into 
cash within one year, while ‘Current Liabilities’ generally repre- 
sents amounts which must be paid within one year. ‘Prepaid 
Expenses’ are items paid in advance and chargeable for 
accounting purposes in a future year. ‘Fixed Assets’ identifies 
the total cost of land, machinery, equipment, etc., owned and 
includes purchases made during the year reported. ‘Accumu- 
lated Depreciation’ is the aggregate wear-and-tear expense 
charged since the purchase of the relative properties. 


‘Deferred income taxes’, shown as an asset on the balance 
sheet, represents the difference between income taxes paid or 
payable as a result of amounts (mainly depreciation) recorded 
as expenses in the accounts in excess of the amounts deductible 
for income tax purposes. This treatment of the accounting for 
income taxes is known as the ‘tax allocation’ basis and follows 
the recommendations of the Research Committee of the Cana- 
dian Institute of Chartered Accountants. 


SALES, EARNINGS AND CASH FLOW 


Sales in Canada increased by 8 °/o while sales of our inter- 
national companies increased by 4 %/o. 


Net earnings were as follows: Canada International 

1969 1,582,000 176,000 
Percent of total 90°/o 10°/o 

1968 1,120,000 362,000 
Percent of total 76°%/o 24°/o 


Cash income from operations (income before depreciation 
and deferred taxes, and after preference dividends) per com- 
mon share were $2.23 per share compared with $2.01 per share 
in 1968. 


WORKING CAPITAL, RECEIVABLES AND INVENTORIES 


Working capital increased by $1.1 million and stood at $19.1 
million at year end. The working capital ratio improved from 
2.1:1 to 2.2:1 at the respective year ends. Full provision has 
been made for possible losses on uncollectible accounts 
receivable. Receivables increased by 3°/o compared with an 
increase of 7°/o in consolidated sales. We believe our 1969 
bad debt losses to be relatively low when compared to the 
experience of the Canadian construction industry. Inventories 
increased by 9%/o reflecting to some extent inflationary price 
increases in replacement of products sold. Full provision has 
been made for possible losses through obsolescence. 


CAPITAL EXPENDITURES, DEPRECIATION AND TOOLING 


Net capital expenditures during 1969 were $1.7 million. The 
major additions were replacement of our Wholesale branch in 
Lethbridge, Alberta, purchase of a branch building in Belleville, 
Ontario (formerly leased), additional machinery for the Plastics 
Division, an addition to the Toronto plant of Emco-Wheaton 
Limited, improvements to our Toronto branch and pipe ware- 
house, the enlargement of our Barrie, Ontario wholesale opera- 
tion and improvements to the London Factory chrome plating 
facilities including new equipment to chrome plate plastic 
products. 


As explained in note (3) to the financial statements, the rates 
used to determine depreciation of buildings were changed 
during the year. It is felt that this basis will result in a more 
suitable rate of amortization of these costs over the useful lives 
of these assets. 
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EARNINGS PER 
SHARE BEFORE 
EXTRAORDINARY 
ITEMS 


SALES 
EESS SALE SmICAX ES 


DIVIDENDS 
PER SHARE 


(1960 - 1969) 


$1.50 

1.00 

.50 
60 61 62 63 64 65 66 67 68 69 | 


——t 


(millions of dollars) 
(1960 - 1969) 


$ 75 
50 


254 


60 61 62 63 64 65 66 67 68 69 


(1960 - 1969) 


60 61 62 63 64 65 66 67 68 69 


TEN YEAK 
FINANCIAL 
SUMMARY 


SALES, EESS“SALES RAKES )./s aiken otis SERIE ee eee 
SOURCE AND APPLICATION OF FUNDS 
FUNDS PROVIDED 


Earnings before extraordinary items................-.++.+4--- 
Extraordiimary items: ses <-cisca cane cos eas eee 
Depreciation charged’ 2. isca..se a « © ais estate ose epee See ae 
Deferred income: taxes: su ta egyateege nai ance Sree eae 


Cast @ arming coi «(ois casts 00) sib vs ean, allohahe Seyeuay ine ace ete eno ee ee 
Issuecof common Shares. ic. oe .aseis ms ete ee Soe 
MIRO EY IMLETESES es: iio. 35 arate arctan oacaey oat tact eee ne 
Issue Of 534 Yo debentures: sc...) sk ede ree 
Note payable api cccax. cosas erke Settee eee eee en eee 
Long-term debt, acquired companies ..............--+.----+- 


FUNDS USED 

Capital:expenditures = ‘net. .....c.0a75 0a: ee eee eee 
Redemption of second preference shares...........-.....-- 5 
Dividends — second preference ..........--00+-eeeeeeeesees 


Reductioncinvlong=termt debta.w «cscs eee eee eee 
Investment tn other companies. ...c s.r one eye rererene 
Reclassification of deferred income taxes.............2.200-5 


Excess of purchase price of subsidiary companies acquired during 
the year over value of underlying net tangible assets.......... 


Other = Het ii see ES ee Ie ese 


Increase (decrease) in working capital.....................0.. 


Working capital at December sie. men nascar siete tenets 


COMMON SHARE RESULTS 
Before extraordinary items 
Net Garters f.caoo ic 0) tie ice asses wed orn oi sue aie cece ele ne Ee 


Gash eatningsiai.,nareicw, coclacrentie ole eltiaye diene er tee 
Including extraordinary items 


Neb earring sc Mecsas Oi, Sram coco caclsretersevic ys anette oRene Rane ce nee Sem 
Gash Gaitniiin g5') i. cas cece eo) nee reset eee er wirsiaisicteanse 
Net Wortheat:December 31. st.2ncee aa: eee ae aren erin 
Dividends. paids: So ta ucicids< thus Gee arene he eee 


Return on shareholders’ equity at January 1 
(based on earnings before extraordinary items).............. 


1969 1968 1967 1966 1965 1964 1963 1962 1961 1960 


$89,380 83,399 74,325 72,331 60,692 54,280 50,988 42,664 36,890 38,877 
$ 1,758 1,482 1,637 1,973 1,746 1,494 1,304 940 781 767 
1,649 a 84 192 103 161 = 105 = 194 
1,087 1,018 785 734 657 605 545 495 468 459 
(44) 34 a = = = — < a as 
4,450 2,534 2,506 2,899 2,506 2,260 1,849 1,540 1,249 1,420 
2 33 88 87 29 15 53 = 2 _ 

(9) (38) (371) 69 363 16 (5) 23 10 — 

— = — = 6,000 a = = = — 

— = = = 561 = a = = = 

_— a 3,867 = = = et ani cue eae 
4,443 2,529 6,090 3,055 9,459 2,291 1,897 1,563 1,261 1,420 
1,742 1,797 2,402 1,903 594 1,238 745 276 855 236 
239 296 357 298 234 185 94 54 50 94 

17 25 35 45 53 59 63 65 67 69 

687 686 623 554 488 425 362 300 300 225 
638 258 948 561 184 220 113 166 30 3 

— (54) (84) (72) 4 192 44 os — 

— 13 = — == = cas — oe _— 

— = 4,115 == ae = = a = — 

(5) (101) 142 77 (67) 95 (19) 107 19 (29) 
3,318 2,974 5,568 3,354 1,414 2,226 1,550 1,012 1,321 598 
$ 1,125 (445) - 522 (299) 8,045 65 347 551 (60) 822 
$19,156 18,031 18,476 17,954 18,253 10,208 10,143 9,796 9,245 9,305 
$439 -* AZ. 1.28 1.56 1.39 1.18 1.02 73 .60 58 
2.23 2.01 1.91 2.16 1.92 1.68 1.47 1.14 98 .96 
2.71 Wey 1.35 deyal 1.47 1.31 1.02 82 .60 74 
3.55 2.01 1.98 2.31 2.00 1.81 1.47 223 98 ete. 
14.58 12.42 11.63 11.72 10.50 9.51 8.56 7.87 7.30 6.96 
55 5354 AB5/4 A35/4 3835/4 3354 2835/4 25 .25 .25 

% 11.2 10.0 TAA 15.0 14.6 13.8 dsal 10.0 8.6 9.1 


Note: Amounts shown above are thousands of dollars with the exception of data under the heading Common Share Results. 
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GENERAL MANUFACTURING 
DIVISION 


Emco’s cognizance of new materials and 
methods is reflected in a continuing 
program to improve quality and per- 
formance of its products. 

New developments in plastics and other 
non-metallic materials are constantly 
tested and incorporated into Emco 
products or substituted for metal when 
proven to perform better. In addition to 
producing drain, waste and vent fittings 
for the plumbing industry, Emco’s Plastic 
Products plant in Brampton, Ontario, 


4 


has diversified its production and engi- 
neering capabilities to include complete 
custom injection moulding services. 
Computer control methods are used to 
determine costs, schedules and inven- 
tory levels, and contribute to a more 
efficient production flow, from the ini- 
tial foundry stage (2), through machin- 
ing, chrome plating (3), assembly and 
packaging for distribution (4), and final 
installation in residential (1) and com- 
mercial buildings. 
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WHOLESALE DISTRIBUTION 
DIVISION 


Emco wholesale outlets have been serv- 
ing industry and commerce across 
Canada for nearly 50 years. The growth 
and development of this division can be 
attributed to a formula of personal con- 
tact, coupled with quality product and 
a particular emphasis on service. This 
service is supported by a fleet of over 80 
trucks, well stocked, controlled inven- 
tories and knowledgeable personnel. 

To further support the normal branch 
inventory of standard pipe, three strate- 
gically located pipe warehouses at 
Montreal, Weston and Calgary, stock- 
pile a wide range of pipe to meet all 
customer requirements. Central Pipe 


Warehouse (2) located at Weston, On- 
tario, is providing a new service to Emco 
branches and their respective custo- 
mers. This expanded facility has special 
machinery for cutting, bevelling, groov- 
ing and threading of pipe (1) to job 
specifications. 

The Company’s Heating Operation as- 
sembles various types of heating units 
(3) in a modern building in Weston, 
Ontario (4) and supplies these products 
to Emco customers. Trained Heating 
personnel provide a complete Heating 
and Air Conditioning technical informa- 
tion service to customers. 
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ENGINEERED PRODUCTS 
DIVISION 


An integrated group of seven companies 
with world-wide marketing facilities, 
this division, through its research and 
engineering facilities, continues to 
develop new systems for the control and 
transfer of fluids. 

The new MYR linkage, recently 
developed for use on bottom loading 
equipment at tank truck and rail car 
installations (1), now enables the unit to 
accept a heavier coupler or member at 
the extreme end of the loader. The MYR 
linkage eliminates the former need for 
expensive and multiple spring balancing 
assemblies and gives improved ease of 
movement, especially in a horizontal 
plane. 


A new, safer fleet fueling system (2) 
developed by Emco Wheaton, provides 
a positive, tight fill connection, delivers 
up to 150 gallons per minute, completely 
eliminates spillage and fills to a pre-set 
level, then shuts off automatically. It can 
be easily modified (at a later date) to 
achieve complete vapour recovery and 
meet future federal anti-pollution stan- 
dards. 

Our newest Emco Wheaton marine arm 

installations throughout the world testify 
to our ability to engineer and custom 
design marine transfer units (3 and 4) for 
tomorrow’s supertankers. 
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Emco Limited 
principal divisions 
and subsidiaries 


(wholly owned unless percentage indicated) 


HEAD OFFICE DIVISION 
London, Canada 


GENERAL MANUFACTURING DIVISION 


London Factory, London, Ontario 
Manufacturer of plumbing, heating and industrial piping 
products for sale to wholesalers. 


Plastic Products, Brampton, Ontario 
Manufacturer of plastic plumbing and piping components. 


Canadian Clyde Tube Forgings Limited, Toronto, Ontario 
Distributor of steel welding fittings for industry. 


ENGINEERED PRODUCTS DIVISION 
Emco-Wheaton Limited, Toronto, Ontario 
Manufacturer and distributor of engineered fluid handling 
equipment for the petroleum and petro-chemical industries. 
Distributor of specialty products for the natural gas and 
propane gas industries. 


Emco Wheaton Inc., Union, New Jersey and 
Conneaut, Ohio, U.S.A. 

Manufacturer of engineered fluid handling equipment for the 
petroleum and petro-chemical industries in the U.S.A. 


Emco Wheaton G.m.b.H., Kirchhain, Germany 

(76% owned) 

Manufacturer of engineered fluid handling equipment for the 
petroleum and petro-chemical industries in Western Europe. 


Emco Wheaton U.K. Limited, Margate, England 
Manufacturer of engineered fluid handling equipment for the 
petroleum and petro-chemical industries in the United 
Kingdom and for agents throughout the world. 


Emco Wheaton S.A., Paris, France 
Distributor of engineered fluid handling equipment for the 
petroleum and petro-chemical industries in France. 


Emco Wheaton (Japan), Limited, Yokohama, Japan 
Manufacturer of engineered fluid handling equipment for the 
petroleum and petro-chemical industries in Japan and 

the Far East. 


Wheaton Australia Pty. Limited, Sydney and Melbourne, 
Australia (87% owned) 

Manufacturer of engineered fluid handling equipment for the 
petroleum and petro-chemical industries in Australia. 


PRODUCT DEVELOPMENT DIVISION 


Research and Development Group, Margate, England 
Tests and reviews existing products and develops new products 
for Emco’s petroleum and petro-chemical manufacturing. 
subsidiaries. 


WHOLESALE DISTRIBUTION DIVISION 


Weston, Ontario, 28 Branches across Canada 
Distributors of plumbing, heating and industrial piping 
supplies to mechanical contractors and industry. 


Barrie Peterborough 
Belleville Prince George 
Calgary Quebec 
Edmonton Regina 

Guelph Saint John 
Halifax Saskatoon 
Hamilton Sault Ste. Marie 
Kingston St. Catharines 
Kitchener Sudbury 
Lethbridge Toronto 
London Ville de Brossard 
Montreal Weston 
Oshawa Windsor 
Ottawa Winnipeg 


__UTHOGRAPHED IN CANADA 
A ies 26 a % lobe 


